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KEY ECONCMIC INDICATORS: TUNISIA 
(values in US $ million except where noted) 


Est. 1982/83 % 
1982 1983 1984 change 
(based on 
Exchange rate: US $1.00 -- - 5874 -6709 7246 dinar values) 
Tunisian Dinar -- $1.71 $1.49 $1.38 


INOOVE, PRODUCTION, INVESTMENT 

GP at Constant 1980 Prices* 6395.4 5831.6 5660.9 

- Agriculture & Fishing 815.7 718.9 725.9 

- Mining & Energy 728.5 705.2 651.9 
Manufactur ing 784.9 783.7 802.6 
Construction & Public Works 396.7 364.2 332.9 
Transport & Telecaommunications 322.2 299.5 303.6 
Tour i sm 222.3 178.1 7 5ez 
Commerce & Other Services 1187.8 1026.0 1005.0 
Government Services 779.8 661.7 637.2 


GP at Current Prices 7985.7 8138.4 8206.1 
Gross Investment, Current Prices 2513.7 2421.3 2415.0 


Government Budget, Current Prices 2579.3 2612.0 2890.4 
- Operations 1443.2 1430.4 1629.1 
- Capital 1136.1 1181.6 1261.3 


Per Capita GW, in Current Dollars 1194.8 844.1 805.1 


MONEY AND PRICES 

Money Supply (year end) 2223.0 2467.4 2639.9 
Price Indices (annual average) 

- Consumer (1977=100) 154.6 168.7 183.6 
- Wholesale (1970=100) 260.6 278.9 304.0 


BALANCE OF PAYMENTS AND TRADE 
Exports f.o.b. 2009.2 1922.1 1952.7 
- to U.S. 459.6 393.8 405.6 
Imports, c.i.f. 3296.9 3196.1 3249.9 
- fron U.S. 256.3 291.9 336.6 
Trade Balance -1287.6 -1274.0 -1297.2 
Net Services 367 .6 365.1 434.7 
- Tourism Receipts 581.4 wad 545.1 
Net Transfers 42.7 37.3 41.4 
- Workers Remittances 342.0 350.2 365.7 
Current Account -726.7 <-715.2 -715.2 
Net Foreign Exchange Reserves 

(year end) 404.1 375.5 347.8 
Outstanding External Debt 3223.3 3687.8 3808.8 


*Note: Constant prices at annual average exchange rates. 


Sources: Ministry of Plan and Finance, Budget Econanique 1984 and 
Statistiques de Commerce Exterieur; Central Bank, Stati stIques Financieres. 
Main Exports to U.S.: crude oil 

Main Imports from U.S.: cereals, sugar, heavy equipment, drilling equipment 





The Tunisian economy showed signs of progress in 1983, after two 
years of uncharacteristically low growth and high inflation. 
Performance was not strong enough to get the economy fully back on 
track toward the goals set by the Sixth Five-Year Plan (1982-86) 
however, and the government has had to scale back the Plan's rather 
ambitious objectives by deferring or limiting the scope of a number 
of projects. The Plan is aimed at attaining real growth in the 
long-stagnant agricultural sector, narrowing the external trade gap, 
and increasing employment at a rate more nearly conmensurate with 
population growth. Tunisia's real long-term progress hinges on the 
degree to which these goals can be met. 


PART_A.__CURRENT_ ECONOMIC SITUATION AND TRENDS 
1. 1983 IN REVIEW 


In the wake of the world recession and its severe effect on Tunisia, 
the Tunisian economy showed signs that recovery was underway. The 
domestic economy marked significant gains In output of manufactures, 
phosphates, electricity and petroleum. Growth in these areas was 
offset to a degree by continued stagnation of agricultural 
production, largely due to adverse weather conditions, and by poor 
performance in the foreign sector. The decline in tourism continues 
to hinder growth in foreign earnings, and although phosphate 
production increased dramatically, low world market prices limited 
the earning potential of this important export conmodity. 

In spite of these constraints, exports grew by nearly ten percent, 
after a disasterous decline in 1982. However, imports increased 
more rapidly than exports, following a trend that has resisted 
government efforts to limit import growth. The bulk of Tunisia's 
exports (petroleum and phosphates) are denominated in dollars, while 
imports are paid for with francs and marks for the most part. Thus, 
the strength of the dollar relative to European currencies served to 
mitigate Tunisia's negative trade balance. Nonetheless, the 
increased trade deficit and lower net transfers led to an increase 
in foreign debt to just over 45 percent of GNP. The country's 
credit rating remains strong in spite of recent economic 
difficulties. Eurodollar loans on fairly favorable terms have been 
oversubscribed, and large capital flows from other Arab countries 
continue. Total dinar value of investment increased in 1983, but 
approvals of new projects declined from 1982 levels in terms of 
numbers of projects and jobs created. As a result, the number of 
new jobs created fell ten thousand short of the 50,000 target 
figure. The government hopes to strengthen the positive and combat 
the negative in 1983's mixed economic performance with a series of 
new policies and programs for 1984. 





RECENT POLITICAL DEVELOPMENTS: 


The most significant political happening of late 1983, spilling into 
early 1984, was the government's decision to cease subsidizing grain 
and flour purchases, allowing grain product (bread, pasta, semolina) 
prices to increase by over 100 percent. Widespread civil unrest 
objecting to implementation of the decision in early January, 1984, 
resulted in reinstatement of the subsidy, pending further study. 

The 1984 Budget was revised to reflect the diversion of resources 
from other areas to cover cost of the subsidy. In 1984, the 
government may, however, allow the price to rise gradually. Other 
events of 1983 included further political liberalization, a goal of 
Prime Minister Mohamed Mzali. Two additional opposition parties 
were granted legal status, and an alternative labor organization was 


formed. These groups appear to be in general agreement with current 
economic policy. 


On the external front, Tuniso-Algerian relations improved markedly, 
particularly in the commercial and technical areas. A protocol was 
signed granting goods with 40 percent Tunisian value-added duty-free 
entry into Algeria, and the two governments agreed on several 
joint-venture industrial projects. Similar agreements exist between 
Tunisia and Morocco, with whom Tunisia also enjoys good relations. 
Relations with Libya remain ambivalent but correct. 


Tunisia has long been noted for its moderate outlook and continues 


to distinguish itself as a stable and industrious middle-income 
nation. 


GDP_GROWTH: 


Real GDP grew by 4.5 percent in 1983, less than the six percent 
growth rate predicted by planners, but a substantial improvement 
over the almost zero growth of 1982. Leading the recovery was a 
sizeable increase in manufactures. Production of construction 
materials, hampered by technical problems in 1982, grew by more than 
15 percent in 1983, while the chemical and electro-mechanical 
industries each posted gains of more than ten percent. Automobile 
production suffered from habitual delays in receipt of both imported 
and locally-produced inputs, and output in this sector actually 
declined in real terms. Non-manufacturing industries also gained, 
largely due to a substantial increase in phosphate production, up 25 
percent. Mining output for minerals other than phosphate declined 
for the third straight year, primarily because of deposit depletion 
and use of antiquated equipment. Hydrocarbon production came very 
close to attaining the level projected for 1983, with a 6.2 percent 
increase in output as measured in constant dinar value. 


Agricultural output remained stagnant, up only 0.2 percent. Sharp 
declines in production of grain (28 percent), olive oil (31 percent) 
and citrus (16.5 percent) due to poor weather conditions overwhelmed 
slight improvement in the performance of fruit, vegetable and 
livestock producers. Diminished exports of olive oil and citrus and 
a necessary increase in cereals imports undermined government 
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efforts to redress the trade deficit. Fisheries production jumped 
by over five percent, but activity in this sector makes up only one 
percent of GDP. Agro-industrial production was expected to increase 
by about eight percent but fell far short (up only 3.5 percent) due 
to the shortage of locally produced raw materials. 


The tourist industry, which declined by nine percent in 1982, 
continued that trend in 1983, with output down by eight percent in 
real terms. Tourism from Europe, the mainstay of the industry, did 
not pick up as expected, in spite of improvements in the European 
economies. Tourism from Algeria, Morocco and Libya increased 
substantially in 1983, and now accounts for one fourth of total 
tourist activity. In spite of three straight years of decline, 
sector capacity is still being increased. 


INVESTMENT: 


Investment continues to exceed planning target figures in dinar 
terms, increasing by 5.5 percent in 1983, although in real terms 
total investment was roughly comparable to that of 1982. A 44 
percent drop in oil exploration expenditures in 1983 was offset by 
increased investment in manufacturing (29 percent), tourism (30 
percent), residential construction (12 percent) and electricity (85 
percent). Total investment reached $2.4 billion, and comprised 
thirty percent of GDP. Breakdown of investment figures by sector 
shows that the distribution of investment matched that called for in 
the Five-Year Plan; however, employment generated by investment in 
1983 failed to meet the target figure of 50,000 new jobs. This is 
at least in part the result of an increasing tendency toward more 
capital-intensive investment. 


BALANCE _OF PAYMENTS: 


A greater than expected resurgence in exports and continued strength 
of the dollar, in which the lion's share of Tunisian exports are 
denominated, contributed to a slight improvement in Tunisia's 
current account deficit. The deficit declined by one and a half 
percent in dollar terms, in spite of decreases in tourism receipts 
and net transfers. Remittances from Tunisian workers abroad 
increased slightly in 1983, but have yet to rebound to pre-recession 
levels. Necessity for large cereals imports due to poor local 
harvests accelerated growth in imports (9.79 percent) after a 
slowdown in 1982 (2.6 percent). However, net hydrocarbon exports 
increased by 12 percent, much higher than anticipated, putting the 
total increase in exports at 9.69 percent and resulting in a small 
reduction of the trade deficit in dollar terms. The jump in net 
petroleum exports (imports were $380 million, roughly 40 percent of 
the 1982 figure, while exports were $864 million) reflects 
successful energy conservation measures and a policy of relying 
totally on domestic crude for the national oil refinery. Debt 
service rose by 18 percent, to $536.4 million, and was an important 
element in Tunisia's external capital requirement of $1.04 billion 
in 1983. This requirement was met through direct investments of 
$283 million, long-term credits of $313 million, medium-term 
borrowing of $432 million, and grants totalling $22.5 million. The 





6 


ratio of debt service to exports for 1983 was 18.2 percent, and 
gross foreign debt reached just over four billion dollars, about 45 
percent of GDP. 


PUBLIC FINANCE: 


The Tunisian government ran a budget deficit of $369 million in 
1983, a slight improvement over the 1982 deficit of $403 million. 
Payroll was held relatively steady, and earnings from petroleum and 
phosphates were a bit greater than anticipated. The deficit was 
financed by $237 million in domestic borrowing and foreign borrowing 
of $132 million, most of the latter from private capital markets. 
The four major joint Arab development banks provided nine percent of 


the government's financial requirements in 1983, down from 15 
percent in 1982. 


Following two years of wage increases averaging 30 percent per year, 
the government held the 1983 wage increase to an average of ten 
percent. Previous wage increases had pushed the 1982 inflation rate 
to 13.8 percent, the first time since independence that the country 
had experienced double-digit inflation. Economic planners had set 
the target inflation rate for 1983 at eight percent; the moderate 
wage increase and continued government subsidies of essential 
consumer products brought the actual increase in prices down to nine 
percent for the year. Unemployment remains Tunisia's major concern, 
and job creation is a central element in all macroeconomic 
decisions. Employment in all sectors of the Tunisian economy is 
growing more slowly than foreseen by development planners. The goal 
of 50,000 new jobs a year has yet to be met; only 43,000 jobs were 
created in 1982, and 40,000 in 1983. With over 60,000 new workers a 
year entering the labor market, Tunisia is counting on employment 
opportunities abroad to drain off the labor surplus, although the 
number of such opportunities has been declining in recent years. 
Unemployment among males between 18 and 59 years of age was 
estimated at 18 percent in 1983; if women seeking work and the only 


occasionally employed are counted, the figure is closer to 25 
percent. 


While Tunisia's economy improved markedly in 1983, relative to the 
poor performance of 1982, the improvement was not sufficient to put 
the country back on track toward meeting the objectives of the Sixth 
Five-Year Plan. 1984 got off to a rocky start when the government 
was forced to rescind its decision to eliminate cereals subsidies 
and allow grain products prices to rise to the free-market level. 
The 1984 Budget had to be rewritten to include the subsidies and new 
sources of revenue found to finance them. Taxes on many items, 
including refined petroleum products and a whole range of consumer 
items, were increased to offset the cost of the subsidies. In 
addition, a number of development projects were deferred or reduced 
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{n scope. The January riots appear to have had a negative impact on 
tourism, an already troubled sector, and it is unlikely that the 
country will be able to make up for the last two years of decline in 
1984. On the brighter side, better weather should result In 
improved agricultural production. Petroleum output should drop only 
slightly in 1984, while production of phosphates should hold steady; 
a strong dollar bodes well for foreign exchange earnings, although 
it will make meeting debt obligations more costly. 


Tunisian domestic product is projected to grow by 5.5 percent in 
1984. Increases in agricultural output and continued strong 
performance by the manufacturing sector should bring a growth rate 
close to the target figure. The government is expecting a slight 
decline in petroleum production in 1984, as well as a slowdown in 
construction and public works, the latter due to deferral or 
cancellation of development projects. Early 1984 results indicate 
that oil output may not drop as much as anticipated; nonethless, 
overall production in the non-manufacturing industries will be off 
slightly for the year. Phosphate production will have difficulty 
keeping pace with last year's high level of activity, and 
non-phosphate mining deposits are very nearly depleted. Projected 
growth in agricultural output (nine percent) may be overly 
ambitious, but should in any case greatly exceed the dismal figures 
for 1982-83. Manufactures will probably do even better than the 
nine percent growth achieved in 1983, as new capacity and improved 
equipment come on line. Raw materials constraints on 
agro-industrial manufactures should be alleviated by improved 
harvests, and measures have been taken to ensure that the automotive 
industry receives adequate input. Tourism, which the government 
expects to grow by over six percent, may well experience another 
year of decline or, at best, stagnation. Competition from southern 
European countries, notably Spain and Greece, and economic 
uncertainty in France will serve as constraints on European tourism 
to Tunisia. Cooling relations with Libya may Limit tourism from that 
country as well. Algerian tourism should continue to grow; new 
customs accords make shopping in Tunisia attractive to many 
Algerians. Commercial and other services should perform well enough 
to give the services sector a small but positive rate of increase 
for the year. Government services will see little, if any, growth 


as potentially productive resources are diverted to finance the 
cereals subsidy. 


INVESTMENT: 


Tunisia's investment strategy for 1984 focuses on three principal 
goals: regain ground lost in the first two years of the Plan, 
intensify efforts to encourage labor-intensive investment, and meet 
the sectoral investment goals outlined in the Plan. The government 
projects total investment to reach $2.4 billion, about 28 percent of 
GDP. Real growth in investment in dinar terms is expected to be 5.5 
percent, although the dollar amount shows negligible growth as a 
result of the dollar's strength relative to the dinar. The 
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government sees the $2.4 billion figure as a ceiling beyond which it 
cannot go without creating severe pressures on the balance of 
payments. On-going projects will account for $1.9 billion of total 
investment, with new projects receiving only half a billion dollars. 


The services sector, which includes housing and hotel construction, 
will benefit from over one third of total investment funds in 1984, 
followed, in order of importance, by non-manufacturing industries 
(22 percent), manufactures (21 percent), agriculture (15 percent) 
and social services (eight percent). Investment in agriculture will 
concentrate on livestock production and irrigation projects, 
including construction costs for the Joumine and Siliana dams, 
already underway, as well as continuation of the Medjerda-Cap Bon 
canal. 


Investment in petroleum exploration and development [Is set at $225 
million for 1984, including the cost of ten exploratory wells and 
continued work on the Astarte gas-injection project. $152 million 
will be spent to expand electricity production and distribution, 
with half that amount being spent on the first phase of the Rades 
thermal production facility. The construction materials, 
electromechanical and chemical industries will attract the lion's 
share of investment in the manufacturing sector. Fertilizer plants 
will be completed in Gabes and Gafsa and an additional $14 million 
will be spent on the SAEPA II ammonium nitrate facility. A cement 
plant will be built at Jebel Oust at a cost of $51 million and 
SOFOMECA will expand its foundry capacity. Forty thousand housing 
units will be built in 1984 ($393 million), and $97 million will be 
spent to expand tourism infrastructure by 6500 beds. 


Exports are projected to grow by 12 percent in current values for 
1984, in spite of a predicted slowdown in oil exports, as exports of 
manufactured goods make up an increasingly important share of 
Tunisia's foreign trade. A trend toward a stronger market for 
phosphates resulting from worldwide economic recovery, and the 
possibility of higher petroleum prices due to the effect of the 
Iran-Iraq war on the Gulf supplies would assist Tunisia in meeting 
its export goals. Phosphate sales are expected to increase by 13 
percent in current terms, assisted by countertrade marketing 
arrangements. Oil revenues should equal, if not exceed, those of 
1983 even if a minimal decrease in output is assumed. Exports of 
agricultural products should be up sharply given improved weather 
conditions during the growing season for most export products. 
Better harvests will also help hold down imports by reducing the 
need for imported grain. The transcontinental gas pipeline from 
Algeria to Italy, via Tunisia, was completed in 1983 and is expected 
to earn $58 million in foreign exchange royalties in 1984, providing 
a much-needed boost in transport services earnings. However, 
tourism earnings, projected to increase by 13 percent in nominal 
terms, are unlikely to attain the target rate of growth. The riots 
of January occurred at the same time that European tour operators 
and Tunisian hotel owners were in contract negotiations and 
diminished enthusiasm for tours to Tunisia. Competition from the 
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better developed tourism industries of Spain and Greece, offered at 
roughly equivalent prices, will prove difficult to overcome, and 
tourism from neighboring Libya may drop due to cooling relations 
between the two countries. Total exports for 1984 should approach 
an estimated two billion dollars. Imports are projected to grow by 
ten percent in nominal terms, to just over three billion dollars. 
Deceleration of investment, particularly in government-financed 
projects, is expected to help keep import growth below the target 
figure. Slackening demand for imported grain and lower growth in 
the need for imported energy products -- the result of price 
increases in refined petroleum products and a government decision to 
use domestic, rather than imported, crude in the national refinery 
-- will also contribute to Tunisia's efforts to hold down growth in 
Imports. Strong growth is anticipated in the imports of raw 
materials and semi-finished goods, a byproduct of efforts to 
increase exports of manufactures. 


The Tunisian government is moving away from its policy of 
import-substitution and toward aggressive export promotion. Export 
trading companies are being established, with government support, 
and work is underway to create an export insurance company. The 
1972 investment law, offering significant fiscal advantages to 
companies manufacturing for export, is being extended to cover 
transshipping and other export-oriented services. Requests for 
countertrade offsets are being written into many goods and services 
contracts, and important advantages are accorded to foreign firms 
willing to assist in marketing Tunisia's exports. Restrictions on 
imports are also being tightened, and a foreign exchange budget 
aimed at categorizing and controlling foreign exchange uses is 
expected. 


Repayments on foreign debt should reach $293, largely due to 
repayment of two internationally syndicated loans taken out in 1977 
($125 million) and 1978 ($150 million). The dinar cost of repayment 
has risen substantially because of the strength of the dollar. 

Total debt service is projected at $491 million, and the debt 
service ratio is likely to be about 18.5 percent. Total external 
financing requirements for 1984 in dollar terms will be identical to 
those of 1983, $1.04 billion. Tunisia no longer finds itself in the 
position to receive grants and concessional loans at the levels that 
characterized its early years of independence, and will have to rely 
on greater levels of private investment and medium-term loans to 
finance its external capital requirements. This reflects the 
country's change in status from that of a less-developed country to 
a middle-income nation forced to compete for investors and capital 
{n the world market. If Tunisia meets its external financing needs 
as planned, the country's external debt at the end of 1984 will be 
just over four billion dollars, representing 45 percent of GDP and 
not significantly different from the figure for 1983. 





PUBLIC _FINANCE: 


Public expenditure for 1984 is set at $2.89 billion, up 11 percent 
in dollar terms relative to that of 1983, and in dinar terms up 14 
percent. This represents a deceleration of growth in public 
expenditure to a rate more nearly equal to nominal growth in GDP. 
Budget revenues are projected at $2.29 billion, leaving a deficit of 
$600 million, seven percent of GDP. The deficit will be financed by 
$326 million of domestic borrowing, $177 million In foreign 
assistance, including grants, soft loans and supplier credits, and 
$93 million through private foreign borrowing. Over one fourth of 
the government's 1984 operating budget will be spent on education, 
evidence of a conviction that investment in human resources is 
essential to Tunisia's future progress. Expenditures on plant and 
equipment are the largest item of the investment budget, followed by 
defense, agriculture, education, health and teleconmmunications. 
Government Investment in plant and equipment ($163 million) will be 
up nearly 50 percent over that of 1983. 


PRICES, WAGES AND EMPLOYMENT: 


An estimated 42,000 new jobs will be created in 1984, but an 
additional 65,000 people will join the work force. The government 
estimates that only 7,000 of the labor surplus of 23,000 will be 
able to find work abroad. This will leave Tunisia 33,500 jobs short 
of the planned figure for new jobs over the first three years of the 
Plan, and should bring the unemployment rate close to 20 percent (28 
percent counting women and the marginally employed). The government 
hopes to meet this challenge by increasing rural employment through 
a rural integrated development program, by attracting foreign 
investment, by working to increase employment opportunities abroad 
(notably In the Gulf region), by boosting labor intensive 
manufacture, and by featherbedding. The government expects to 
continue conservative fiscal and monetary policies aimed at reducing 
inflation. The money supply is targetted to grow by 15.5 percent in 
1984, down from the 20 percent growth experienced in 1983. Consumer 
credit, tightened in 1983, will remain tight, with domestic 
short-term credits tied to the level of bank deposits and retained 
earnings. A slowdown in expenditures on public services and 
government investment should reduce the consumption growth rate and 
relieve inflationary pressures somewhat. However, increased taxes 
on purchases of many "luxury" goods that have become staples for 
middle-class households may reduce the effectiveness of 
anti-inflation measures, as will the government's hefty contribution 
($157 million) to the National Subsidy Fund. Nonetheless, the 
inflation rate for 1984 should be held at or below ten percent. 


DEVELOPMENT PLANNING: 


Tunisia is now at the halfway point of the Sixth Five-Year 
Development Plan (1982-86). The Plan got off to a bad start in 
1982, as Tunisia suffered from the effects of the world recession 
and faced double-digit inflation for the first time since 
independence. Improved economic performance in 1983 put the country 
on the road to recovery, but the damage to Five-Year Plan goals 
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incurred during that first disastrous year has been difficult to 
overcome. The three principal goals of the Plan -- employment 
creation, regional development (decentralization) and balance of 
payments equilibrium are all running short of anticipated levels. 
Job creation is currently 13 percent short of the desired figure, 
and the gap is likely to widen rather than narrow, as traditional 
sources of employment abroad reach the saturation point. The 
balance on current account in real terms has recovered somewhat from 
the record deficit of 1982, but financing that deficit has pushed 
debt as a percentage of GDP six points above the target figure of 39 
percent. Decentralization efforts have been less affected by the 
economic difficulties of 1982, but are proceeding more slowly than 
expected due to internal constraints. 


The key to getting employment creation back on target will be the 
ability of the government to keep a lid on wages in order to attract 
labor-intensive investment. Increases on the order of the 30 
percent pay hikes of 1981-82 will make the work of the industrial 
and agricultural investment promotion agencies difficult in the 
extreme, and could even frighten off labor-intensive investments 
(i.e., textile manufacturing) already in place. Decentralization 
has been encouraged by the 1981 investment law which offers fiscal 
incentives for investing in regions of the country which have been 
heretofore neglected. In 1984, rural development plans were drafted 
for each administrative province (gouvernerat) and regional plans 
for the north-west, central west and southern regions were completed 
and will serve as the blueprints for development in those regions 
for the remainder of the Plan. In addition, regional development 
offices have been opened to assist in developing and executing the 
government's regional development strategy. These institutional 
changes should accelerate the decentralization process. Bringing 
the balance of payments deficit back into line with Plan objectives 
will depend to a great extent on the success of public and private 
efforts at export promotion. New and improved export promotion 
agencies and government encouragement of countertrade should provide 
the policy and institutional framework necessary to support rapid 
growth in exports, but willingness on the part of the private sector 
to take advantage of that framework will be essential to success. 

In addition to promoting exports, Tunisia will no doubt continue to 
discourage all but the most essential imports. However, the country 
will not be able to meet many of its development goals without 
substantial imported input, which limits the government's ability to 
impose dramatic restrictions on imports of goods and services. 


Even assuming success in its efforts to make up for the ground lost 
in 1982, {t appears doubtful that Tunisia will be able to achieve 
the growth in GDP called for in the Plan. Agricultural output alone 
would have to grow by more than 15 percent per year in the latter 
half of the Plan period in order to meet the five-year production 
target; such a growth rate would be unprecedented and very likely 
impossible for a country in which weather conditions are notoriously 
unstable. Efforts to boost manufactured output are succeeding, but 
are insufficient to make up for the shortfall in agriculture. 
Furthermore, although the government will continue its prudent 
fiscal and monetary policies in most areas, attempts to dismantle 
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the pervasive and costly system of subsidies to consumption were 
dealt a severe blow by the riots of January, 1984. It is now no 
longer politically feasible for the government to pursue more than 
very limited reductions in subsidies, which will make it necessary 
to divert resources away from other quantitative targets of the Plan 
such as savings and investment, and will no doubt impact heavily on 
efforts to keep debt in line with Plan objectives. 


However, it should be noted that when Tunisia is compared with other 
developing countries, instead of measuring the country against its 
own ambitions, the levels of investment, savings, debt and growth in 
production are enviable and the policies undertaken to deal with the 
problems of unemployment, trade deficits, inflation and economic 
centralization are, in most cases, exemplary. 


Tunisia is a market that has been for the most part ignored by 
American companies. In recent years, however, the dynamic long-term 
growth of the economy, the pragmatism of its leadership, its strong 
credit rating and its geographic position at the crossroads of 
Europe, Africa and the Near East have attracted the attention of 
more and more U.S. firms. 


1. TRADE: 


The Tunisian government is projecting that imports will hold steady 
at the $3.8 billion mark in 1984. This will represent about 45 
percent of GDP, and will mean a nominal dinar growth rate of just 
over ten percent. Consumer goods will continue to be affected by 
government efforts to slow growth in imports, but imports of capital 
equipment, raw materials, and semi-finished goods -- in which the 
U.S. has a firm position in the Tunisian market -- are not likely to 
be hindered by the import deceleration campaign. Major purchases 
from the U.S. in 1983 were cereals, soybean oil, cigarettes, 
pharmaceuticals, non-refined sulfur, plastics, used clothing, paper 
products, drilling equipment, pumps and compressors, electrical 
equipment, automotive equipment and spare parts, locomotive spare 
parts, and scientific instruments. The United States is one of 
Tunisia's major suppliers, with an eight percent market share, 
behind France (22 percent), Italy (11 percent) and West Germany (ten 
percent). U.S. exports to Tunisia have been inhibited in the past 
by aggressive marketing, concessional mixed credit financing and 
historical supply relationships on the part of several other OECD 
countries. The small size of the Tunisian market, its distance from 
the U.S. and communications difficulties have also served to limit 
the response of American firms to Tunisian demand, while the 
strength of the dollar has in recent years placed constraints on 
that demand. Tunisian purchasing procedures tend to compound the 
above-mentioned problems. Most major importers in Tunisia are 
state-owned companies, and large purchases are therefore made 
through government tenders. Lead times for submission of bids are 
quite short by U.S. standards; an American company is often required 
to obtain bid documents, translate them into English, prepare the 
bid (frequently according to European specifications) and translate 
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the bid into French for submission all within one month. It should 
also be noted that U.S. firms are not always responsive to the 
requirements of Tunisian buyers; business correspondence is seldom 
prepared in French, letters requesting product information or 
after-sales service are sometimes not answered, and specific tenders 
are occasionally answered with company catalogs or other general 
information. U.S. products enjoy an excellent reputation In 
Tunisia, but are sometimes erroneously assumed to be more expensive 
than comparable European or Japanese goods. 


Many of the constraints on sales of U.S. goods can be attributed to 
problems in communication, and the easiest way to avoid such 
problems is to find a reliable and active agent/distributor in 
Tunisia. American firms wishing to establish a Tunisian 
agent/distributor may contact the Agent/Distributor Service of the 
U.S. Department of Commerce (USDOC) either directly or through their 
USDOC District Office. The Embassy economic/conmercial section will 
also assist business representatives visiting Tunis to find suitable 
local business partners. Periodic visits by French-speaking company 
officials are also very useful; the Embassy would be happy to assist 
visiting businessmen in this respect, and a local agent/distributor 
can also be invaluable in maintaining important contacts. Finally, 
the importance of correspondence in French with potential Tunisian 
buyers cannot be overstated. 


In addition to the export products mentioned above, Tunisia should 


be a good market for agricultural and irrigation equipment, building 
and construction equipment, data processing equipment, mining 
equipment, and teleconmmunication products. 


2. INVESTMENT: 


Tunisia offers an attractive investment climate for companies 
interested in Mediterranean, Middle Eastern and sub-Saharan African 
markets. Expatriate personnel will find public services efficient 
and living conditions pleasant. The Tunisian government encourages 
foreign investment through a series of investment promotion codes 
which distinguish between two types of investments -- investment in 
production for the domestic market and investment in production for 
export only. Firms producing for export only receive tax, duty and 
exchange control advantages; their activities are governed by the 
Export Investment Code of 1972, which permits 100 percent foreign 
ownership. Companies producing for the domestic market fall under 
the investment code of 1974, revised in 1981. The 1974 law provided 
for tax and other advantages based on employment creation. The 1981 
revision added incentives for: (a) locating In regions defined by 
the government as underdeveloped, (b) manufacturing high technology 
products, or (c) exporting a portion of output. The Investment 
Promotion Agency (API) and its sister organization, the Agricultural 
Investment Promotion Agency (APIA), administer the various 
investment laws and assist new investors in setting up their 
projects. Aside from the incentives outlined in its investment 
laws, Tunisia offers relative political stability, a surplus of 
semi-skilled labor, fairly moderate wages, preferential access to 
the Common Market and many Arab and African countries, and a 
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well-developed infrastructure. In addition, the newly-formed 
Arab-Tunisian investment banks are ready to assist in development of 
new projects using U.S. technology, and are actively seeking U.S. 
participation In their projects. 


The most important constraint on U.S. investment in Tunisia to date 
has been the fact that American investors bear certain tax burdens 
not shared by investors from countries with which Tunisia has tax 
treaties. U.S. firms pay higher profit taxes due to the absence of 
a treaty eliminating double taxation, and at the same time, personal 
taxes for U.S. employees are assessed on world-wide income, defined 
by Tunisian authorities to include allowances received for overseas 
living expenses and foreign taxes. Progress on the corporate tax 
issue has been slow, but negotiating sessions held in mid-1983 and 
again in mid-1984 have significantly reduced the outstanding 
differences on the substance of a proposed tax treaty. On the 
personal tax issue, the Tunisian government recently announced a 
proposal which would dramatically reduce the tax base for American 
employees. This proposal is expected to take effect in late 1984. 


The greatest amount of American business activity in Tunisia at 
present is in the exploration operations of U.S. oil firms, whose 
total yearly expenditures are running at $150-200 million. Equity 
investment is currently limited to a joint venture 
automobile/pick-up truck assembly plant, which should begin 
production in early 1985, and a small food processing plant 
producing for export. Investment conferences which took place in 


March and May of 1984, and a visit by U.S. Investors interested In 
participating in a proposed entrepot led to a number of potential 
projects, feasibility studies for which have now begun. Plans for 
joint venture production of insulation materials, specialty steel 
products, electronic components and building materials are 
progressing rapidly, while studies on production of specialty 
chemicals, pharmaceuticals, and a host of other products aimed at 
Middle Eastern and African markets are well underway. As a result, 
U.S. equity investment in Tunisia -- under ten million dollars at 
present -- could grow nearly tenfold over the next several years. 
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Americans interested in developing business in Tunisia should 
contact the United States Department of Commerce, Office of the Near 
East (ONE), Washington, D.C. 20230, telephone (202) 377-5737. The 
Department of Commerce also maintains district offices throughout 
the United States staffed by trade specialists who can assist U.S. 
companies engaged in international commerce. The Tunisian Embassy 
in Washington can also assist in business matters; the Embassy Is 
located at 2408 Massachusetts Avenue, N.W., Washington, D.C. 20008, 
telephone (202) 234-6644. The following organizations in Tunisia 


may also be of assistance in promoting investment projects: 


-- Agence de Promotion des Investissements (API) 
7, rue de 1|'Arabie Seoudite 


Tunis, Tunisia Telex: 12166 


Telephone: 280.674 


-- Agence de Promotion des Investissements 
Agricoles (APIA) 
10, rue Ibn Jazzar 


Tunis, Tunisia Telex: 12280 


Telephone: 288.400 


The American Embassy In Tunis is located at 144, avenue de la 
Liberte, Tunis, Tunisia, Telex 13379, Telephone 282.566. 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Businesa Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
BLINDFOLDED? _ srsmnicwtet nemntionce rece tte and 


investment conditions and opportunities. They'll bring 

you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

®@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 

@ is prepared on the scene by U.S. Foreign Service 

and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 


the country, and how they could affect U.S. 
overseas business 


@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
U.S. Department of Commerce e International Trade Administration 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 
Enclosed is$__ ——S——Cd<©) check, ao 
CO money order, or charge to my Total charges $______ Fill in the boxes below. 


Deposit Account No. Credit 


ee ay COCO) 


Expiration Date 


Month/Year Cit ey 


Order No. 


Enter my subscription to: (] Overseas Business Reports at $29 per year ($36.25 overseas) For Office Use Only 
0) Foreign Economic Trends at $66 ($82.50 overseas) Quantity 


Charges 


Company Name Enclosed 
A To be mailed 
Individual’s Name—First Last Subscriptions 
: 
- Postage 
Street address 4 Foreign handling 


MMOB 
| oi | State ZIP Code OPNR 
UPNS 
Bs | | | | | | Discount 


PLEASE PRINT OR TYPE Retund 


City 


(or Country) 
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